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Introduction

The financial decisions that households make arst tiimes determined by a number of factors raniom household

composition, their economic situation (financiakss, security and need), location, available dppires to the prevailing

socio-political environment (Croson and Uri, 200@n Nieuwerburgh and Veldkamp, 2010) to menticst pufew. In fact,

in a country like Nigeria, decisions about whabtty and use the resources available to the houwdeFml depend largely on
who the main decision-maker is and the amountegeahresources that he or she can control.

However, asset or wealth building by household ddpeon three main decisions - savings, borrowimg, iavestment

undertaken. While, savings are typically descriaed means to maximize lifetime utility (Donkersl @oest, 1999; Love et
al, 2008), investment decisions play a criticakrisl building asset. Investors’ portfolio allocatfoare based on investors
risk preferences, given the available investmemodpinities, and the risk-return trade off (Grossnaad Stiglitz, 1980).

Meanwhile, economic and finance theories prediat thtional households make optimal financial denis regarding the
kind of investment to make, savings and debt mamagt plan to embrace (Calvet et al, 2009b; Sh2Gii6).

Despite the widespread importance of householahfi@aexisting studies in Nigeria focused on urb@aswith emphasis on
borrowing (Rahji, 2010), expenditure, demand andlbeang (Ibrahim and Umar, 2008) thereby neglectihg impact of

household financial decisions and management cet asilding especially among rural farm householdsus, studies in

this area have dwelt mainly on optimal compositiénthe financial investments of urban households,dfficiency of their

portfolios, and the role of diversification (Camppb2006) in household finance.

In Nigeria for instance, rural farm households picml the bulk of the food consumed in the countrg mrost of these
farmers are asset poor, lacking accessibility mdiafrastructural facilities. Again, a sizeableportion of these farmers are
risk averse specializing in low risk-low return igittes (Collier and Gunning, 1999) since there atesocial protection

mechanisms (safety nets) to cushion the effechgfreegative shock faced by them. Thus, decisionscanto manage the
meager resources available to these farmers irstefrwhich of the various investment portfolio oppmities available to

harness are important for survival and sustairtgtifi their production cycles. This and many monelerscores the need for
the study.

Statement of the Problem

There is no more gainsaying the fact that reseandmousehold financial wellbeing and satisfactias bheen increasing. This
is attributable to the rising poverty situationsdasther socioeconomic deprivations facing househasbecially in the
developing countries across the globe. Meanwhéejsibns that household make about asset buildirgvery large extent
affect their financial security status. This is &#e@®e assets play an important role for low-incomeshholds in reducing
their likelihood of experiencing financial hardsiidcKernan, Ratcliffe, and Vinopal, 2009). Assets also important for
economic mobility by providing families with the ams necessary to purchase future investments, asieghhome or an
education, which contribute to long-term finanatbility (Cramer et al, 2010).

Therefore, being able to withstand financial haigl$t of particular importance for low-income hohekls, who have the
highest likelihood of experiencing income declinke to disruptions in employment such as reducenishand seasonal
work (in the case of farm households) and layoffss(et al, 2009). Economic constraints are thug weal and probably go
a long way towards explaining low saving rates &mdted asset accumulation in low-income householdse optimal
decision for some very low-income households maybieto save, because saving would require harmful tezhe in
consumption. Thus, programs and policies that aggeéncomes and provide important supports arealrfor the economic
well-being of households. Both income generatioth @sset building are essential in the economis lofeeveryone, rich and
poor alike (Sherraden, 1991).

Household financial decisions connotes “who makeas! “who implements” a series of money managenashistin a given
household. Financial management in the househelgfitre involves the household allocative systemekample: who has
the final say in major financial decisions, who @&y household expenses and who handles everyesehold chores?
From the foregoing, this study intends to provigsweers to the following questions which are congideémportant to
understanding the influence of household finardéalisions on asset building among rural farm hoolsistin the study area.
What are the socioeconomic characteristics of farah households in Nigeria?

What are the different investment portfolios avaliéeand accessible to these households?

Do households’ socioeconomic characteristics impadheir asset building and/or choice of investipanmtfolios?
Are there gender disparities in financial decisionsasset building among these households?

What are the enablers and inhibitors of financadisions on asset building and/or portfolio cha@ogong rural farm
households in Nigeria?
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Therefore, this study aims at addressing this gajnbestigating the dynamics of household finandatisions and the
implications of these dynamics on asset buildingrgrrural farm households in Nigeria.

Objectives of the Study
The main objective of the study is to examine genliféerences in financial decisions and wealthding among rural farm
households in Nigeria.
The specific objectives are to:
1. Identify the socioeconomic characteristics of rdiaam households in Nigeria.
2. Profile and categorise the different investmenttfpbios available and accessible to rural farm letwdds in the
study area.
3. Examine the relationship between households’ soola@mic characteristics and investment portfoli@ich or
decision(s).
4. Access gender differences in the choice of investmpertfolios among the rural farm households.
5. Determine and ascertain enablers and inhibitoreabr financial decisions on asset building inshely area.

Methodology

Study Area

The study will be carried out in Nigeria. Nigergadivided into 36 states and the Federal Capitaitdey (FCT), Abuja. The
country is composed of six geopolitical regions ertN-central, North-east, North-west, South-eastti$-south and South-
west. Nigeria is the most populous country in sab&a Africa with a population of over 160 millipeople. The country is
situated in the tropics with agriculture providiemployment for over 65 percent of her population.

Data Sources and Sampling Method

Data for the study will be collected through thee wf structured questionnaire and focus group dions. While the
guestionnaire will be administered on a represemtaample of about 600 households, the focusedpgd@scussion will be
conducted on about 400 respondents divided intapgrdbased on defined and definite characterishitsanwhile, a

multistage random sampling method will be emploiyedelecting respondents for the study. The figge of the sampling
will be selection of six states in Nigeria withlaast one state from each of the six geopoliticedes of the country. The
second stage will be selection of one Local GovemmArea (LGA) from each of the three Senatoriadtidits in the

selected states. While the third stage will becsigle of two rural areas from the selected LGAg thurth and final stage
will be a random selection of households/respordeased on probability proportionate to size.

Methods of Data Analysis

A number of analytical tools will be employed inadysing the data to be collected for this studyeSenhtools include —
Descriptive statistics, Likert scale, Discriminamialysis and Regression model.

Descriptive statistics: - This will be used to analyse, describe and disaespondents’/households’ socioeconomic
characteristics, profile and categorise availabl @ccessible investment portfolios in the studaaiObjectives 1 & 2.

Likert scale: - This will be employed to rank respondents’/houddsiofinancial decisions regarding minor and major
investment portfolios ©bjective 3.

Discriminant analysis: - Data obtained from the focus group discussions$ gl subjected to statistical analysis using
Discriminant analysis to determine whether there gender disparity in portfolio choices between raed women —
Objective 4.

Regression model: -This will be employed to access and ascertain lersland inhibitors of financial decisions on asset
building among the rural farm household®bjective 5.

Expected Outcomes and Dissemination Method

It is expected that the outcomes of this study wilbvide information and estimates that will enraneffective

implementation of policies and programmes aimee@rdtancing the financial independence of rural féwwnseholds in
Nigeria especially in the face of emerging threasqa by climate change and other environmentalkshddis will help

proffer workable solutions to the problem of hungerder-nutrition and food poverty arising fromakurban drifts of able-
bodied men and women. Results of the findings kéldisseminated through presentations in semicarderences and
workshops. Findings will also be published in reylgt Journals in consultation with the NBER WorkiBigpup.



Research Budget

1) Questionnaire Preparation, Pretesting and Literatue Search:

a) Preparation of Questionnaire (1000 copies) - fAgpprinting and photocopying $1000
b) Pre-testing of questionnaire - Principal investigand one research assistant $1500
c) Desk research — Literature review (Remuneratior2 fResearch assistants @ $300 per
person/month for two months $1200
2) Travel, Lodging and Accommaodation for Field Officers:
d) Transportation of 6 field officers to the studyadtions (6 geopolitical regions)
Intra-state transportation by cars and intra-lgoalernment transportation
(consisting of one LGA and two rural areas per L&ected where data will
be collected. A total of $1200 per Field Officebisdgeted for two months $7200
3) Other Expenses:
e) Data Coding, Input and Analysis $1750
f) Supplies and Materials (Stationeries, Stapler, Bimdheets, Photocopying
Sheets, CDs and other consumables) $1000
g) Preparation of Draft/Interim Report — Typing, edtiand proof-reading $1150
h) Revision of Draft Report and Incorporation of usefuggestions $1000
i) Correspondence and Telecommunications (Postagenattsurfing
phone calls and Phone re-charge) $700
TOTAL BUDGET $16500

Project Work Plan

Proposed Project Time Table

Activity

Questionnaire preparation

Literature review

Data collection

Data analysis/mid-term Report
Submission of revised mid-term Report
Submission of Final Report

Submission of revised Final Report

Time schedule
March 2013
April — mid May 2013
mid May — mid July, 2013
mid July - Auga®13
Septerdhén
October- Novemtr

Decembdi320
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